The IMF attempts to stabilize private capital flows to emerging markets by providing public monitoring and emergency finance. In analyzing its role we contrast cases where banks and bondholders do the lending. Banks have a natural advantage in monitoring and creditor coordination, while bonds have superior risk sharing characteristics. Consistent with this assumption, banks reduce spreads as they obtain more information through repeat transactions with borrowers. By comparison, repeat borrowing has little influence in bond markets, where publicly-available information dominates. But spreads on bonds are lower when they are issued in conjunction with IMF-supported programs, as if the existence of a program conveyed positive information to bondholders. The influence of IMF monitoring in bond markets is especially pronounced for countries vulnerable to liquidity crises.
Introduction
Catalyzing private capital flows to emerging markets has been an objective of the International Monetary Fund since at least the 1990s. 2 The Fund provides public monitoring services and negotiates programs that enable borrowers to reveal their commitment to sound macroeconomic policies. In addition, its own lending may stabilize capital flows by providing bridge finance for creditworthy countries experiencing liquidity crises, the resolution of which may be difficult to coordinate for atomistic lenders.
In this paper we seek to better understand the roles of IMF monitoring and lending and provide new evidence of their effects. We analyze the impact of IMFsupported programs on market access and the cost of funds, building on three insights.
• First, if banks engage in monitoring as part of their normal operation, then IMF monitoring should have a relatively limited impact when bank syndicates do the lending.
• Second, private capital flows should be particularly sensitive to the magnitude of IMF financial commitments when the likelihood of debt restructuring is high.
• Third, precautionary programs are a mechanism through which governments can use their relationship with the IMF to signal their commitment to strong policies.
Differences in the impact of precautionary and regular IMF programs should therefore be useful for distinguishing between the Fund's monitoring and lending roles.
Our analysis is based on more than 6,700 loan transactions between emerging market borrowers and international bank syndicates and some 3,500 new bond issues Important differences between bank loans and bond issues have been documented in the domestic context. 4 Banks act as delegated monitors on behalf of investors who cannot easily observe and discipline borrowers (Diamond 1984) . The information they acquire can be used to limit the use of funds and in pricing loans. In contrast, individual bondholders lack the incentive to incur the costs of securing expensive private information about borrowers. Instead, public information-for example, the information assembled by credit rating agencies-dominates the market for debt securities.
Securitized debt instruments, on the other hand, have superior risk-sharing characteristics. Credit risk can be diversified away, in part, by spreading individual loans across investors and enabling them to hold diversified portfolios. Banks cannot engage in this practice to the same extent without eroding their incentive to invest in dedicated 3 High-frequency data also allow us to capture the timing of programs more precisely than is possible in aggregate studies using annual data to analyze the influence of IMF programs. 4 This difference between bank and capital markets has been well documented in the domestic US context (see, for example, Fama 1985 and James 1987) .
monitoring technologies. This tradeoff is a way of understanding why lending takes place through both banks and bond markets.
Banks can also more easily coordinate in response to default and restructuring.
They are relatively few in number and contractual arrangements such as sharing clauses reduce the incentive to hold out. The advantages of creditor coordination may make it even more profitable for banks to monitor borrowers, as we explain below. Thus, it is not necessary to assume that banks have intrinsically superior monitoring ability; they may simply have more incentive to invest in gathering and using relevant information. Eichengreen and Mody (1998) find that spreads on syndicated loans fall with the number of loans extended to a borrower. An interpretation is that contact through repeat borrowing informs creditors about borrower characteristics, reducing uncertainty and risk premia. That earlier paper did not also consider repeat borrowing in bond markets. We do so here, hypothesizing that this effect is stronger for bank loans than bonds because coordination allows banks to make better use of any information thereby gleaned.
The other potential monitor is the IMF. 5 By putting a program in place, the Fund may be able to acquire information not also available to the private sector or acquire it at lower cost. Indeed, the Fund may convey information to the markets when it does not have superior monitoring technology. Negotiating an IMF program may simply be a way for a government to signal its type. 6 Imagine that the standard conditions attached to 5 As posited by Tirole (2002) , Mody and Saravia (2003) and Bordo, Mody, and Oomes (2004) . 6 Bordo, Mody, and Oomes (2004) have argued that the IMF's monitoring role does not imply that the Fund has better information than the market. As such, the Fund adds value not through the mere signaling of new information. Rather, the Fund can monitor commitment to a policy program (see also Mody and Saravia 2003) . In practice it is difficult to distinguish if it is content of the program or the monitoring that is relevant.
Fund programs are easier to satisfy for either economic or political reasons by governments truly committed to strong policies and that violating that conditionality has significant costs. Then a country with strong policies will be more likely to sign up for a program, signaling its type and lowering its spreads.
A special case in point is when an IMF lending arrangement is converted into a precautionary program. 7 A country then volunteers to not draw on IMF resources while still allowing itself to be subjected to Fund monitoring and conditionality. 8 The Fund's monitoring should be particularly important for bond markets not inhabited by a small number of large investors (banks) prepared to individually invest in ascertaining the government's type. At the same time, IMF lending, by reducing the probability of default, could nullify the creditor coordination advantage of banks.
Consistent with these hypotheses, we find that repeat borrowing is more important in reducing the costs of borrowing from bank syndicates than bond markets. In contrast, public monitoring through IMF programs has a larger impact on spreads in markets dominated by bonds than bank loans, again consistent with our priors. But the IMF's presence and lending have different effects on countries in different situations. For countries with external debt/GDP ratios below 60 per cent range, it is the IMF's presence, as distinct from its lending, that matters for bond market access. We interpret this as consistent with arguments emphasizing the Fund's monitoring and signaling roles. As
However, because we do observe that programs (with widely varying conditionality) reduce bond interest rate spreads, it is possible to argue that the monitoring that accompanies the core conditionality in all IMF programs helps creditors gain confidence in the likelihood of reduced policy variability. 7 For more discussion of the channels through which IMF programs can influence international capital flows, see Cottarelli and Giannini (2002) and Bordo, Mody, and Oomes (2004 The next section develops the theoretical background to these issues. The two sections following that then provide evidence on differences in international lending through bank loans and bond markets. We then analyze the factors that go into the decision to borrow and the further choice between loans and bonds. The results confirm that IMF programs do more to facilitate bond issuance than bank lending. Finally, we document the importance for the pricing of loans and bonds of private monitoring in bank lending and of public monitoring through IMF programs in bond markets.
Theoretical Background
Our theoretical discussion focuses on sovereign default, renegotiation, and endogenous problems of liquidity in highlighting the IMF's monitoring and creditorcoordination roles. Our point of departure, following Eaton and Gersovitz (1981) , Bulow and Rogoff (1989) , and Kletzer and Wright (2000) , is that lenders and borrowers take into account the risk of default when agreeing to the terms of a debt contract. Changes in this risk will therefore be reflected in the volume of debt and interest rates. Our discussion is also informed by Tirole's (2002) exposition of dual and common agency problems in the context of international financial contracts. As Tirole notes, the government may become an agent even when the debt contract is between private borrowers and lenders, since government actions bear on a private debtor's ability to repay. Private debt can have sovereign risk as a result of explicit or implicit government guarantees and/or a debtor's recourse to domestic legal protection. We therefore assume that the envelope of resources and government policies determines the ability and willingness of the government and private creditors to repay.
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The logic of our argument can be summarized as follows. First, country fundamentals and government policies determine the ability and willingness of the government and private creditors to service their debts. This implies that the probability of default rises only after a threshold level of debt is reached, at which point access to credit markets weakens and spreads on new loans begin to rise. 10 Second, in the presence of asymmetric information about borrower preferences, the ability of creditors to monitor debtors and make use of information will influence market behavior and outcomes.
Creditor monitoring matters when debt restructuring can occur-in other words, it matters for countries with high debt levels and low credit ratings. A monitoring 9 Even if a private borrower derives no protection from its home government's sovereignty, the analytics apply to any debtor that faces bounded penalties for defaulting. 10 For low debt levels, an increase in debt may indicate improving fundamentals and thus result in narrower spreads, as suggested by Pattillo et al (2003) .
advantage can arise not just when some creditors are better informed than others but also when some creditors more readily respond to common information.
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An implication is that creditors with a monitoring advantage will tend to lend in markets where the return to monitoring is high, and conversely. When banks have a monitoring advantage, information about the debtor's policy preferences will affect terms on bank loans and bonds. IMF programs can also reveal and provide confidence in debtor government policies, reducing the common agency problem, but providing information can also reduce the advantage of private monitoring. Monitoring differences will also affect returns to learning about the debtor.
To further develop these points, we utilize a simple framework in which the debtor's resources are stochastic and all debt claims have the same maturity and priority.
The debtor is willing to repay a maximal amount, V(y), in expected present value, in equilibrium. V(y) is the value of repaying in a forward-looking equilibrium that takes account of opportunities to renegotiate debt in the future. It is increasing in the fundamental, y. For strong fundamentals, y, or low levels of debt, V(y) exceeds D, and the debtor will repay. If, however, the outstanding debt, D, exceeds V(y), then the debtor is unwilling to meet its obligations and will seek to renegotiate.
When borrowing and repayment are repeated over time, the debtor's willingness to pay can be written as ) will be rolled over into new loans, while debts that will not be repaid in present value will be renegotiated.
The expected net return to creditors is given by will not increase with debt at low debt-to-GDP ratios but that they will start rising at an accelerating rate after the debt-to-GDP ratio passes a critical threshold. This is corroborated by our empirical work, below. well-known borrowers. 13 The private information revealed by clients to their banks will then make more precise the bankers' views of their capacity to repay. On the other hand, if banks have a monitoring advantage over bondholders, then an improvement in public information resulting from an IMF program could reduce (or in the limit remove) that informational advantage, reducing bond spreads and encouraging bond issuance relative to bank loans.
With asymmetric information, the adoption of an IMF program can reveal information to capital markets about country policies and willingness to pay. This does not hinge on the assumption that the IMF has superior ability to collect or interpret data;
the Fund may simply have the ability to commit to actions to which private investors cannot or will not commit. 14 To the extent that the IMF has a superior ability to commit or objectives that differ from those of private investors, adoption of a Fund program can also reveal information about the debtor country. In turn this allows the government to signal its intentions. 15 For example, the conditionality associated with an IMF loan might be less onerous for governments for which policy reforms are less costly, thus making it incentive compatible for such governments to sign up with the Fund in order to signal its type. Countries with stronger policies or a greater will to enact policy reform are thus able to reveal this information by negotiating a Fund agreement. Of course, adopting a 13 See Rajan (1994, 1995) for U.S. evidence consistent with this pattern. 14 It should be possible to model the IMF as endogenously gaining a monitoring advantage through its ability to commit to lend only in a crisis in a repeated game. The approach of self-enforcing equilibrium taken by Kletzer and Wright (2000) in the sovereign debt context could be used to model de facto IMF seniority and why countries might meet IMF conditionality. 15 Marchesi and Thomas 1999 offer a model in which Fund conditionality serves as a screening device.
program may also reveal poor fundamentals, and not just a superior capacity to enact policy reforms, resulting in an overall ambiguous impact on spreads.
IMF programs sometimes turn precautionary: borrowing stops, but the government continues paying a commitment fee that gives it the option to resume borrowing. By turning a program precautionary, the debtor country government can thus reveal that it has a diminished need for official finance but a continuing commitment to prudent policies. This good news should be reflected in a reduction in spreads on both bank loans and bonds.
Debt restructuring can also give rise to differences between banks and bondholders if the members of a bank syndicate can more easily coordinate their actions.
Recall that equation (1) 
Since the increase in the value of bank claims comes out of the expected returns to bondholders in the event that current total debt is unsustainable, the interest rate ' r can then be chosen to maximize the increase in expected returns,
If the banks can reschedule a sufficient share of their debt, they can eliminate their current expected loss at the expense of bondholders. This strategic advantage contrasts with a simple principal-agent model in which improved monitoring by banks raises the probability of repayment and returns to banks and bondholders alike.
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The banks' strategic advantage can be reduced or eliminated by the presence of a more senior official-sector creditor. Since the first-mover advantage arises from the prospect of default, it can be reduced by availability of official support under an IMF program, assuming that such funding reduces the risk of renegotiation. Absent differences in bank and bond markets, the basic model of sovereign debt renegotiation with asymmetric information would imply that IMF monitoring and financial resources lead to equivalent reductions in bond and bank loan interest spreads. 17 Similarly, if IMF conditionality improves fundamentals and growth prospects, then both bond and bank lending should increase. However, if banks have a monitoring advantage and can better manage creditor coordination and debt restructuring problems, as assumed here, then IMF monitoring that reveals debtor characteristics and IMF lending that reduces the likelihood of default will benefit bondholders more than banks.
Finally, we consider the role of liquidity crises, adapting the model of Morris and Shin (2003) . 18 In their model, the fundamental has a distribution that is public knowledge, but each lender in a continuum receives a privately observed noisy signal of its realization in the current period. Banks are able to do this, in principle, because they can coordinate among themselves. Suppose that banks observe both a private signal drawn from the same distribution as that of bondholders and the failure of the debtor to place new bond issues.
They can then halt a liquidity-driven crisis by replacing the maturing bonds with news loans. They can move after bondholders exit and have an incentive to do so in order to avoid unnecessary defaults on their long-term loans. Such models thus imply that bank loans and bond issues should be negatively correlated if crises are caused by illiquidity.
Two further implications follow. First, a deterioration in market liquidity or increased uncertainty that reduces bond issuance can be mitigated by the presence of bank lending, since banks have an incentive to fill the gap. Second, the IMF, as lender in a liquidity crisis, can help to avoid costly default and renegotiation. 21 Assume that potential purchasers of bonds are as poorly informed about what banks will do as they are about what other bondholders will do. Banks move on the basis of private information and the reluctance of bondholders to reenter the market. But both bondholders and banks should be able to anticipate the IMF's strategy when a program is in place. Then the existence of an IMF program should raise bond issuance relative to bank lending for countries susceptible to liquidity-driven crises. We examine this proposition empirically below.
The Setting
Although international lending through bond markets was prominent in the late 19 th and early 20 th centuries, from the 1960s through the 1980s private credit flows to developing and emerging economies took place mainly through banks. Lending via bond markets was about 10 percent of bank lending in the 1970s and early 1980s (Edwards 1986 ). This changed following the debt crises of the 1980: between 1991 and 2002, credit obtained via banks and bonds was of about the same order of magnitude, just under $700 billion through each channel (Table 1) .
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Differences persisted, however, in the characteristics of the typical bank loan and bond. To show this, for each loan and bond in our data set we extracted the initial price, the initial maturity, the amount, and the currency of denomination. Borrowers are distinguished as sovereign, non-sovereign but public sector, and private sector. Bondware reports the issuance of just over 3700 bonds. 24 On average, a bond issue was about 70 percent larger than a loan transaction.
22 While we include all bonds issued in our analysis, we restrict the sample of loans to those that were priced based on Libor. These form the vast majority of international syndicated loans, both in terms of numbers and in the amount borrowed. By limiting the loans to those priced off Libor, we believe that more precise estimates of loan pricing become possible. 23 We use these distinctions to also construct an estimate of the numbers that did not borrow. Thus, for a given country in a given quarter, the absence of borrowing by the sovereign implied that the sovereign had either forgone the opportunity to borrow or had not had access to international funds. Similarly, we identify country-quarters where no public (non-sovereign) and private borrowing occurred. For more on this, see below. 24 Of which spreads are available for about 3500
We construct a measure of repeat borrowing, R, separately for bank and bond borrowing. Relative to bank loans, bonds were more likely to be issued when the issuing country had an IMF-supported program. About 22 percent of loans were contracted when a country had a Fund program in place (Table 2 ). In contrast, just over a third of bonds were issued in the presence of a program. To put the point another way, when countries were under an IMF program they were about as likely to borrow through a loan or a bond, but a loan was more than twice as likely when there was no program.
While IMF programs appear to shift borrowing toward bonds, this shift does not occur uniformly. Table 2 shows that countries with external-debt-to-GDP ratios below 30 percent had few bond or loan transactions while under IMF programs. When the debtratio was between 30 and 40 percent, more borrowing occurred under IMF programs, especially through bonds; however, the number of credit contracts was still higher in countries without, rather than with, IMF programs. Countries with debt/GDP ratios in the 40-60 per cent range play an important role in our analysis. In this category, the distribution of credit contracts between program and no program is more even: indeed, more bonds are issued under a program than when there is no program. Finally, when external debt exceeds 60 percent of GDP, countries once again limit their international borrowing. When they do borrow, loans and bonds are equally prevalent.
Patterns of Borrowing
In this section, we analyze the borrowing decision and the choice between bank loans and bonds. The first probit equation (Table 3) estimates the correlates of borrowing by sovereign, non-sovereign/public, and private entities in each country-quarter. The second equation reports the likelihood of bond issuance rather than a bank transaction.
Throughout we report the change in the probability for an infinitesimal change in each independent, continuous variable at its mean and the discrete change in the probability for dummy variables. from its mean of 0.3 percent to 0.4 percent, the probability of borrowing increases by just over one percent.
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Higher volatility of J.P. Morgan's Emerging Market Bond Index, reflecting greater uncertainty about pricing, is associated with reduced borrowing. If daily volatility increases from its monthly mean of 2 per cent to 3 per cent, the probability of borrowing declines by 1½ to 2 percent.
Higher bond-market volatility also lowers the frequency of bond issuance relative to bank loans by borrowers from countries with debt/GDP ratios below 60 percent. 28 A one percentage point increase in daily volatility reduces the likelihood of bond issuance relative to a bank transaction by 2½-4 percent. An interpretation is that sort-run liquidity concerns and financial market disorder are more likely to generate strategic uncertainty among bondholders, who may then withdraw to the sidelines on the fear that others are doing the same. In contrast, banks, which are better able to coordinate among themselves, are more likely to continue lending.
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Improved credit quality (proxied by Institutional Investor credit ratings, which run from a low of 0 to a high of 100) allows for more borrowing both from banks and on bond markets. The importance of the credit rating increases when the external-debt/GDP ratio exceeds 40 percent. An increase in rating by 10 points from a mean of 52 strongly 27 The measure of US growth used in the regressions is the average of monthly growth rates in the quarter in which the transaction occurred. 28 Where debt ratios are higher, such compositional shifts are not statistically significant. 29 The Korean crisis in 1997-8, and other similar episodes, remind us that there may be limits to such coordination. But an important fact about the Korean crisis is that, in the end, the banks did roll over their loans, albeit at high interest rates. See for example Goldstein (1998) .
raises the likelihood of borrowing with no apparent shift in its composition. 30 An interpretation is that whereas ratings influence the willingness of lenders to lend, a country's demand for foreign exchange determines how much it wishes to borrow. Thus, a higher ratio of debt service to exports increases the demand for external resources, thereby raising the likelihood of international borrowing, provided that the debt/GDP ratio is below 60 percent. Interestingly, as the debt/GDP ratio rises, the demand for external borrowing is increasingly met through loans. Similarly, when countries face higher export volatility, they are less likely to borrow abroad; in particularly, they are especially prone to reduce their borrowing on bond markets.
Bond issues tend also to be larger and longer in term. Whereas the average maturity of loans in our sample is 4½ years (the median is just over 3 years), that for bonds is 6¼ years (with a median of 5 years).
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IMF programs have limited influence on aggregate borrowing by countries at low debt levels, as already suggested by Table 2 . Presumably structural problems that limit the ability to borrow also cause countries to seek Fund assistance. Table 3 suggests, however, that such borrowers are more likely to issue bonds than borrow from banks. In the medium-debt range, a Fund program raises the probability of borrowing by 14 per cent. At high debt levels, the influence of IMF programs remains positive, although the effect is not statistically significant.
We also distinguish precautionary programs. A first case is where IMF programs are designated as precautionary at outset. Country authorities declare that they do not 30 The likelihood of borrowing rises by between 16 and 25 percent 31 A borrower wishing to increase the length of maturity from the average from the average bank loan to the average bond maturity is about 3. 
The Pricing of Loans and Bonds
To analyze pricing, we use the model developed by Mody (2000, 2001 ) and extended by Mody and Saravia (2003) . The spreads equation is linear of the form:
where the dependent variable is the logarithm of the spread; X is a vector of issue, issuer, and period characteristics; and u 1 is a random error. X contains a dummy variable for the existence of an IMF program, program characteristics if any, and interactions between the program and country characteristics. 34 Since the spread will be observed only when there 32 This declaration is not binding, as noted above. 33 Although borrowers from countries with high debt/GDP ratios appear to be less likely to issue bonds. 34 As discussed below.
is a decision to borrow and lend, we correct for sample selection. Assume that spreads are observed when a latent variable B crosses a threshold B' defined by:
where Z is the vector of variables that determines the desire of borrowers to borrow and the willingness of lenders to lend (and will also contain the IMF program variables and their interactions). u 2 is a second error term. We assume that: u 1 ~ N(0,σ), u 2 ~ N(0,1), and corr (u 1 , u 2 ) = ρ . This is a sample selection model à la Heckman (1979) . Equations (1) and (2) can be estimated simultaneously by maximum likelihood.
Estimating the determinants of market access requires information on nonborrowers. As noted above, for each country we consider three categories of issuers:
sovereign, other public, and private. For each quarter and country where one of these issuers did not come to the market, we record a zero, and where they did we record a one.
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We use our measure of repeat borrowing, R, to proxy for private monitoring. It is likely that the incremental information declines as R rises. Moreover, since R is correlated with the number of debt obligations outstanding, a larger value of R may also create greater coordination problems in the event of restructuring.
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35 Leung and Yu (1996) note that the estimation does not require the variables in the selection equation and the spread equation to be different but rather that the variables not be concentrated in a small range and that truncated observations (no bond issuance) not dominate. We do include in the selection equation (the probit), the ratio of debt service to exports, which appears to influence the issuance decision but not the determination of spreads. 36 In the regressions, we use the log of R, which has a distribution that is much closer to normal than the (skewed) distribution of R. We also allow all coefficients-and not just the variables of immediate interest, R and the IMF program dummy-to vary by debt category.
The IMF dummy appears in both the selection and spreads equations. In contrast, R appears only in the spreads equation. Other variables in the selection equation are the global and country variables from Table 3 . In addition, transaction-specific variables such as the maturity and amount of the credit transaction and dummy variables for the currency of issue and production sector of issuer (not shown to conserve space) are included in the spreads equation. 37 Results are in Table 4 .
U.S. growth is associated with lower spreads and raises the likelihood of borrowing through banks and bond markets. This is again consistent with the idea that stronger global growth and export opportunities act as collateral for emerging markets. Improved credit ratings raise the probability of borrowing while lowering spreads, consistent with the idea that their main effect is to increase investors' willingness to lend.
A 10-point improvement in the Institutional Investor rating has a large impact on spreads (with the largest effect in the mid-debt range, 32 per cent for loans and 48 per cent for bonds). For borrowers from countries with debt/GDP ratios below 60 per cent, improved credit ratings have a relatively small impact on bank lending, suggesting that public rating information, while relevant to access in both markets, is less valuable for bank decision making under normal circumstances.
Our main result is that repeat borrowing reduces spreads on syndicated loans, while IMF programs reduce spreads in bond markets. The coefficient on the log of repeat bank borrowing is negative, significant and larger than the corresponding coefficient for bond markets. This is true for each of the three debt/GDP categories. The effects in the loan market are large. A second loan reduces spreads by about 10 per cent. 38 A third loan has a spread about 6 per cent lower than the second loan, after which the impact declines to low levels. In bond markets, in contrast, only lightly indebted countries gain from repeat borrowing.
IMF programs, on the other hand, reduce spreads and enhance access mainly in bond markets. This effect is most evident in medium-debt countries with debt/GDP ratios in the 40-60 per cent range. 39 Bond issuance by countries in this category is about 13 per cent higher when there is a Fund program and spreads are 40 per cent lower.
Evidently, bondholders become more willing to lend to such countries following the negotiation of a Fund program. IMF programs also facilitate bank borrowing by countries in this medium-debt range, but the impact on spreads is insignificant.
Finally, as noted in Table 2 , in the low-debt range (especially when the debt/GDP ratio is below 30 per cent), countries with IMF programs borrow little. Countries with 38 A coefficient on the log of repeated borrowing of 0.14 times the difference between log 2 and log 1, 0.69. 39 This finding of a strong impact of Fund programs for bond market access is also a central result in Mody and Saravia (2003) .
modest debts that nonetheless negotiate IMF programs appear to have unobserved characteristics that raise rather than lower spreads.
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In sum, repeat transactions have a significant effect mainly on bank borrowing, while IMF programs improve the terms of access to a greater extent for bonds.
Extensions
We now explore further the robustness of these results, varying the cutoff points, considering the size of IMF programs, and distinguishing private and public borrowers.
We first ask whether the results are sensitive to cut-off points for the debt/GDP ratio. Table 5 reports results for overlapping debt/GDP ratios, starting with the 10 to 30
per cent range and then raising the end points by 10 percentage points over 6 intervals.
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Panel A, for loans, confirms the value of repeat borrowing which is significant in all 6 intervals. Comparison with the corresponding coefficients in Panel B shows that the value of repeat borrowing is greater for loans than for bonds in every debt category.
Panel A also confirms that IMF programs do not reduce spreads significantly and are associated with higher spreads until the debt/GDP ratio is between 40 and 50 per cent.
However, once the debt/GDP ratio exceeds 50 per cent, IMF programs are associated with a higher frequency of borrowing from banks with no apparent adverse effect on spreads.
40 Even more for loans than bonds. 41 Ending with the 60 to 80 per cent range. We exclude the low and high ends of the debt/GDP spectrum where outliers tend to drive the results. Thus, for example, some of the transition countries had very low levels of debt in the mid-1990s, which may not have been an accurate reflection of their external obligations.
Panel B confirms that repeated bond issuance lowers spreads only in the 10-30
per cent debt/GDP range and has limited value thereafter, in fact raising spreads as if a multiplicity of bonds creates coordination problems. The contrasting importance of IMF programs is also evident. At the low end of the debt/GDP range, there is a tendency for Fund programs to be neutral or to reduce spreads modestly, but the effect strengthens noticeably as the debt/GDP ratio approaches 40-60 per cent. Beyond that, the influence of IMF programs on spreads falls. Fund programs are also associated with more bond issuance. This effect is strongest when indebtedness is between 20 and 60 per cent of GDP.
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In Table 6 we examine the influence of the size of IMF programs. 43 We interact the IMF program dummy with the country's debt/GDP ratio and normalize the amount of IMF lending by the country's external debt. For bonds, all the action is in the intermediate debt category where, as above, IMF programs have their major impact on spreads. The results in Table 6 thus reinforce the earlier finding that higher debt/GDP levels reduce the impact of IMF programs on bond markets. At the same time, the amount of lending does not influence spreads. These results are consistent with the Fund's value as a monitor rather than a provider of liquidity that prevents the occurrence of a financial crisis on account of strategic uncertainty among creditors.
In the market for bank loans, the larger is IMF assistance the higher are spreads in the two low-debt categories at least. Thus, while availability of additional IMF resources 42 These results support those obtained by Mody and Saravia (2003) . 43 Based on the findings reported in Tables 4 and 5 we again allow for the effect of programs and repeat borrowing to vary by the level of indebtedness. But to avoid excessively detailed results, we return to presenting results by three debt categories.
allows for additional borrowing, it is as if the creditor coordination advantage is eliminated.
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In Table 7 we again consider precautionary programs. For bank loans and to a lesser extent for bonds, programs that are precautionary at outset reduce both issuance and spreads, as if countries entering such programs are more cautious in seeking access to private markets. 45 Spreads show a tendency to decline, as if lenders wish to acquire more of their debt because their credit quality is perceived favorably.
But programs that turn precautionary tend not to have an impact on the frequency of either bank loans or bond issuance. However, they do have a spread-reducing effect.
This is largest for countries in the high-debt zone. In this range borrowers both from banks and on the bond market enjoy lower spreads, although the impact is larger in bond markets. Thus, when a country is coming off a period during which it has relied on official finance, a continued precautionary relationship with the Fund appears to enhance market access. That the relationship rather than the amount lent is what matters supports the idea of a Fund monitoring/country signaling function.
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Finally, Table 8 considers whether the market access of private borrowers is differentially affected by the existence of an IMF program. In fact, repeat borrowing reduces spreads more strongly for bank loans than bonds irrespective of whether the borrower is a private-or public-sector entity. But the effect is larger for private sector 44 However, in the medium-debt range, the adverse effects of increasing debt levels from 40 to 60 percent of GDP are mitigated by the presence of an IMF program. 45 Recall that this was what was suggested by our earlier analysis. 46 That this function is important also to bank lenders when a country is in the high-debt range suggests that bank monitoring may not be enough when there is a high risk of insolvency.
borrowers. 47 Less is publicly known about private borrowers. Their repeat borrowing therefore provides particularly valuable information in the syndicated loan market. In the bond market, in contrast, better-known private borrowers gain little from repeat borrowing. In fact, public borrowers face rising spreads as they borrow more, presumably reflecting the dominance of coordination effects over information gains.
The stronger influence of IMF programs when borrowing occurs through the bond market survives splitting the sample. Again, private borrowers gain the most. The principal action is still in the intermediate debt category. In addition, the effects for private borrowers are substantially stronger than those for public borrowers. A Fund program reduces bond spreads for private borrowers from countries in this intermediate debt zone by 47 per cent while raising the probability of bond issuance by 27 per cent. 
Conclusions
Bank loans and bonds are alternative ways of transferring capital to emerging markets. The growth of global bond markets is of course one of the signal features of the last 15 years of international financial history. Transacting through bond markets has advantages for investors, notably greater scope for diversifying country risk. Given the advance of securitization across a broad front, it is therefore important to observe that bank finance continues to play an important role in international financial markets. Bank loans are easier to access for borrowers new to such markets, since banks have a 47 Thus, a second loan reduces the spreads charged private bank borrowers by about 13 percent, while public borrowers achieve, on average, a 7 percent spread reduction. 48 The direction of influence is the same for public issuers, but the size and statistical significance of the outcome is weaker.
comparative advantage in bridging information asymmetries. Banks' intermediation technologies are also better suited to providing small loans.
We show in this paper how the ability of banks to bridge information asymmetries is supported by repeat borrowing. As borrowers return for credit, they reveal information about themselves, reducing uncertainty and incurring a lower risk premium on their loans. Since the issuers of bonds are better known, the value of information obtained through repeat issuance is less. Indeed, to the extent that it results in a proliferation of separate bond issues, repeat borrowing may in fact increase the risk premium, reflecting the greater difficulty of coordinating the holders of different issues in the event of debtservicing difficulties. The approach taken here points to the importance of distinguishing international capital flows by instrument and intermediary. Macroeconomic analyses lumping together bank loans and bonds tend to neglect important differences between these market segments stemming from the nature of the information environment, the monitoring technology, and the scope for creditor coordination. We have shown in this paper that these distinctions are important for understanding the impact of IMF programs. We would conjecture that they are equally important for understanding a variety of other issues in international finance. The values reported represent the probability for an infinitesimal change in each independent, continuous variable (at its mean) and the discrete change in the probability for dummy variables. Robust z statistics (based on country clusters) in brackets, * significant at 5%; ** significant at 1%
. Robust z statistics, based on country clusters, in brackets, * significant at 5%; ** significant at 1%.
Note: Among issuer types, sovereign is the omitted category. The spreads equation also has dummy variables for sector of issuer (e.g., manufacturing, services, finance) interacted with issuer type (public, private). Also included are dummy variables for currency of issue and, for bond markets, a dummy variable for fixed rather than a floating rate of interest. In the selection equation, the values reported represent the probability for an infinitesimal change in each independent, continuous variable (at its mean) and the discrete change in the probability for dummy variables. Robust z statistics, based on country clusters, in brackets, * significant at 5%; ** significant at 1%. Other variables included in these regressions are those listed in Table 4 , including those referred to in the footnote to that Table. In the selection equation, the values reported represent the probability for an infinitesimal change in each independent, continuous variable (at its mean) and the discrete change in the probability for dummy variables. Robust z statistics, based on country clusters, in brackets, * significant at 5%; ** significant at 1%. Other variables included in these regressions are those listed in Table 4 , including those referred to in the footnote to that Table. In the selection equation, the values reported represent the probability for an infinitesimal change in each independent, continuous variable (at its mean) and the discrete change in the probability for dummy variables. Robust z statistics, based on country clusters, in brackets, * significant at 5%; ** significant at 1%. Other variables included in these regressions are those listed in Table 4 , including those referred to in the footnote to that Table. In the selection equation, the values reported represent the probability for an infinitesimal change in each independent, continuous variable (at its mean) and the discrete change in the probability for dummy variables. 
